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Mr. Wirtu: A year and one-half after the end of the war we 
face a desperate need for houses in most of the communities in 
the nation. Some of us can hide from the problem because we 
and our families are fortunate enough to have shelter. But many 
American families live under intolerable housing conditions. The 
whole nation will ultimately have to pay the price of the social 
ills which poor housing is piling up on us. 

Everyone is talking about housing, but who is doing, and who 
can do, something about it? Last week, before the New York 
Bond Club, General Eisenhower said, ‘““Any country which can 
pour out all that we did in this war can build enough houses 
to take care of the veterans who went overseas to fight it.” 

Klutznick, do you see any other sign that the urgency of the 
problem is being recognized? 


Mr. Kuurznick: Senator Taft, in his address of last week be- 
fore the United States Conference of Mayors, provided at least 
a partial answer, I believe, to the General’s challenge. He pro- 
poses that we corral all the divided strength of industry, labor, 
and government—federal, state, and local—and bring their 
united resources to bear on the solution of the problem. Presi- 
dent Truman has long urged a similar course. The issue is non- 
partisan. It calls for harmonious and forceful action by everyone. 


Mr. Wirtu: Friedman, can you see anything else that will 
ease the situation? 


Mr. FriepMan: The recent tendency to relax rent controls is 
likely, it seems to me, to ease the present problem of finding a 
place to live. General Philip Fleming, this last week, sent out an 
order directing the OPA offices to relax their requirements on 
rent raises, giving the benefit to the landlord instead of to the 
tenant. I am not in entire agreement with the reasons for which 
he gave that order, but I think that the effect will be good.’ 


« Major General Philip B. Fleming, director of the Office of Temporary Con- 
trols, on January 24 announced that he had issued instructions to regional rent 
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Mr. Wirtu: The issue seems to be twofold then. On the one 
hand, we have the problem of how we can best distribute the 
present supply of housing. The second issue is how we can in- 
crease the supply of housing. 


Mr. Kuurznick: Friedman, why do you think that the re- 
moval of rent control of itself will distribute more equitably the 
supply of housing? 


Mr. FriepMan: To answer that question, we have to look a 
moment at the causes for the present extreme shortage of hous- 
ing. The first point which I would like to mention is that the 
cause is not primarily because of a physical shortage of housing. 


Mr. Wirtu: Now wait a minute, Friedman, this housing 
problem of ours, this shortage, is not just as of today and yester- 
day. We notice it more today, but it has been piling up on us for 
many, many years. A good many Americans have been living in 
hovels for decades. 


Mr. FrrepMan: Granted. We have never, as a nation, had the 
amount of housing which we would like to have. But, on the 
other hand, never before in our history have we had the spec- 
tacle of inability to find any vacancies whatsoever or of people 
who search and search and search and cannot find a single vacant 
apartment. The reason for that is not because of a physical 
shortage—in the sense that there is about as much space as there 
was before the war. 


Mr. Kiurznicx: What would be the effect of removing rent 
controls so far as the redistribution of space is concerned? That 
is the question. 


Mr. FriepMan: The effect would be to cause the space to be 
used much more efficiently and equally. 


Mr. Wirtu: Now wait a minute! By whom would it be used 
more efficiently? Surely the people who have all kinds of money 


officials to “liberalize” rents in “hardship cases’’ in order to ease provisions ap- 
plying to landlords suffering an economic hardship. He said that the liberaliza- 
tion did not mean a break in the general line of rent controls but that the adjust- 
ments would be allowed to correct inequities locally and to bring certain proper- 
ties, possibly fixed at lower levels, in line with comparable properties in the same 
area. The details of the changes, the agency said, would be announced within a 
week (see New York Times, January 25, 1947). 
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are not going to take in extra families or move into smaller 
apartments if they do not have to; and the people who are now 
in shelter, who are in the middle- and lower-income groups, are 
already overcrowded and doubled up. 


Mr. FriepMAn: The very well-to-do have no problem now. 
They can buy houses which are free of controls. They are in a 
position to pay side payments of a kind which we have all 
heard about and thus to get space. The point is that the raising 
of rent ceilings would free the market, would make it possible 
for people to move and to shift about, and would give many 
people an enormous incentive to use their space more efficiently 
—to subdivide, to take in roomers, and so.on. 


Mr. WirtH: You mean that the low-income groups, which 
are already overcrowded, would have to overcrowd some more? 


Mr. Kuurznick: There is a strong contention that, when we 
start moving people around in a crowded housing market, we lose 
space through mobility. What is your view on that, Friedman? 


Mr. Friepman: The price which has to be paid for mobility 
is having a small percentage of vacancies into which people can 
move. On the whole, it would be much better to have a small 
percentage of vacancies but have people in a position in which 
they can move around than to have the present frozen situation 
where, in place of having vacancies, we have people having to 
put up with intolerable conditions. 


Mr. Wirtu: But you would not increase the number of avail- 
able housing units by even one. All you would do is to scatter out 
this overcrowding perhaps over a little larger area—that is, 
some more people would have to overcrowd. 


Mr. FriepMan: But the present situation means that the 
people who were so fortunate as to stay in the same place during 
the war have been getting an abnormal break. During the war 
they were able to expand, to get housing the price of which was 
not allowed to rise as their income was rising. The people who 
have recently arrived—primarily war workers, veterans, and 
other recent arrivals—on the other hand, are a dispossessed 
class. They are out in the cold, and they have no way of break- 
ing into the housing market. 
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Mr. Wrrtu: And the way by which you propose that they 
break in is by raising the rents? 


Mr. Friepman: Absolutely! 


Mr. Kuurznick: As a matter of fact, I think that you would 
agree that perhaps the time has come when there ought to be 
some relief so far as rent control is concerned. There are hard- 
ships where landlords are involved. But the only question which 
I see is: Are we going to get more roofs by lifting the ceilings al- 
together? It does not strike me, Friedman, that you have made 
a very important case in that connection. 


Mr. FriepMan: Our present problem is not primarily to get 
more roofs but to distribute the present number of roofs equi- 
tably. We have as many roofs as we had in 1939. In 1939, for ex- 
ample, it was possible for any person who newly arrived in this 
city to find a place to live; he cannot do it now. 


Mr. WirtH: You say that we have as many roofs. Perhaps 
nation wide that is probably true. But the point is that, where 
we need the roofs—that is, in the cities, the metropolitan com- 
munities—we do not have enough of them and that is where the 
choking of people is taking place. 


Mr. FriepMan: There may be some special cases of that sort, 
buts: 


Mr. Wirtu: “Special cases”? It is the cities of the northern 
part and the eastern part and the western part of the United 
States which are the overcrowded ones, with the exception of the 
war centers which have demobilized. 


Mr. FrIEDMAN:....if you look at the figures for urban 
United States alone, you will find that there are about as many 
roofs. The main point is that the apparent shortage is found 
almost everywhere and not merely in those places which happen 
to have had an abnormally large population increase since before 
the war. There has to be a general explanation. Your specific 
explanation simply will not fit the facts. 


The University of Chicago Rounp Taste. Published weekly. 10 cents a copy; 
full-year subscription, 52 issues, three dollars. Published by the University of 
Chicago, Chicago, Illinois. Entered as second-class matter Fanuary 3, 1939, at 
the post office at Chicago, Illinois, under the Act of March 3, 1879. 
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Mr. Wirtu: I will certainly admit that, by removing rent 
controls, we might get some more people to move out of larger 
apartments into smaller apartments or to take in roomers or 
boarders, but the question is whom would it affect most. And, 
in my opinion, it would affect those who are equally worse off 
and who are already in a most desperate condition. Therefore, I 
think that you would only aggravate the problem rather than 
lighten it. 


Mr. FrrepMan: Whom would we benefit most, may I ask 
you? By removing the rent ceilings, we would benefit most the 
veterans and the recent arrivals—the people who are in the posi- 
tion that they simply cannot get a place to live. It does not do 
any good to say, “If we had some ham, we could have ham and 
eggs—if we only had some eggs.” 


Mr. Kiurznick: There is a question which bothers me in this 
discussion, Friedman. You say that all areas are overcrowded. 
When you say that we have as many roofs today as we had in 
1939, you forget that there are some isolated metropolitan areas 
which are not overcrowded; and the principal pressures are in 
cities like Chicago and New York and Los Angeles and Detroit, 
where the pressure has been terrific and where the veteran has a 
limit in his ability to pay. How would the lifting of the rent 
ceilings help him when even today he cannot meet the bill? 


Mr. Friepman: His position today is that if he could get an 
apartment or a house, he would only have to pay a prewar rental, 
but he cannot get it. On the other hand, if we lifted rent ceilings, 
he would be able to get a place for which he could pay. It would 
not be as nice as he would like to get, but it would be far better 
than having nothing. 


Mr. Wirtn: It might be far better than having nothing, but 
what it would do is to aggravate a situation which is already 
very bad. 

But we would all agree, I think, at any rate, that that might 
be one approach to the problem but that the real fundamental 
approach would be to provide more roofs. I propose that we get 
into that question now. How do you think that we could attack 
the problem of getting more housing soon? 


2 The volume of house construction in America has followed a cyclical pattern 
of rising to a large volume and falling off sharply, rising again and again falling. In 


[5] 


Mr. Kuxurznickx: Of course, in talking about the whole prob- 
lem of getting more housing soon, we have to recognize that we 
cannot produce housing overnight. Housing has to be produced 
out of materials and with manpower; and it has to be produced 
at a level of costs which people can afford to pay. 

The thing which bothers me at the present moment is that, 
while the materials supply seems to be improving substantially, 
the labor supply looks as if it may be inadequate. Therefore, it 
seems to me that we have again a job in 1947 of trying to get 
more with less. 


Mr. Wirtu: We have been doing something to improve the 
materials supply by giving premium payments to producers. 
And we have also relaxed the distribution system somewhat so 
that it is available in an open market more readily than it was 
before. 


Mr. FrrepMan: May I bring in my refrain? Do you not be- 
lieve that the improvement in the materials supply is at least in 
large measure attributable to the removal of price control? 


Mr. Wirtu: It certainly had something to do with it, but I 
think that it is largely due to the fact that we no longer need 
these materials for war production and can now use them for 
civilian production. 


1900 two hundred thousand units were built. This figure rose each year to a high 
in 1910 of nearly five hundred and fifty thousand. The rate then declined steadily 
until 1920, when a new boom began which reached its height in 1925; after that, 
the volume moved steadily down to an all-time low in 1933. The recovery wave 
brought it up, by 1941, to a figure near the 1921 totals. 

The peak of production was reached in 1925 under the impulse of growing 
population, prosperity, optimism, and speculation. The all-time low was reached 
in the depression years. At its best house-building has been a 5.4-million-dollar 
industry, producing 937,000 nonfarm dwelling units; at its worst it produced 
only 93,000 units with a business volume of 600 million dollars. 

The history of the interwar period is illustrative. In 1920 the people of this 
nation, outside of farms, were housed in 20.6 million units (the word “unit” 
includes cottages, apartments, houses—in short a single area in which a family 
lives). From 1920 to 1939 we built 9.7 million units and demolished about 
800,000, Thus, about 8.9 million units were added to the total supply. During 
that same period, however, the number of new families added in nonfarm areas 
totaled more than 9.5 million. Since 1929, in every year except 1941, there were 
actually more net new families than units built. Since new housing is sold mainly 
to higher-income groups, the lower-income groups receive houses by a hand-me- 
down process of moving into older areas vacated by those absorbing the new 


homes. 
[6] 


Mr. Kiurznicx: We ought to bring in another little refrain 
here. The government started, some months ago, under the 
Wyatt program, to stimulate the materials certainly which were 
in short supply. While it is not very sociable to talk about the 
Wyatt program in many places today, Wyatt ought to get credit 
for curing or starting the cure in some of the real bottlenecks. It 
is showing up now in lumber, in cast-iron soil pipe, and in items 
of that sort. 


Mr. Wirtu: In that respect we have a case here of a combina- 
tion of circumstances arising out of private enterprise and the 
relaxation of war needs plus an effective form of governmental 
intervention which has helped some. But what about the ques- 
tion of labor supply? We hear about that a great deal. Are there 
plasterers and carpenters and plumbers and masons? 


Mr. Kuiurznick: There has been started an active apprentice 
training program but one which will have to be augmented. We 
have to face the fact, I think, that we must hold nonresidential 
construction down substantially so that it will not drain off the 
supply of labor needed for housing. When I say “substantially,” 
I mean consistent with the economic well-being of the nation, for 
the industrial plant must be kept in good repair. The apprentice 
program must be stimulated and augmented, and we must try 
to keep labor at the residential job to the extent consistent with 
' the nation’s welfare. 


Mr. FriepMan: What better test have you of the needs for 
nonresidential housing than the market? How do you propose 
to supplement the mechanism for determining what fraction of 
our resources should go to nonresidential and what fraction to 
residential housing? 


Mr. Wirtu: Let me answer that. I think that there is a cer- 
tain minimum level of decency in housing which we want all the 
people in this country to enjoy, irrespective of their ability to 
pay for it—that is, irrespective of the price—just as we want cer- 
tain minimum standards in the case of education and in the case 
of health. And that is what we have to count on. If people’s in- 
comes are not sufficient to meet that, then we have either to 
find a way to bring the price down, or to bring their incomes up, 
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or to make some kind of governmental provision so that they 
can meet it.3 


Mr. Frrepman: Is this minimum level independent of the 
cost of providing the housing? 


Me. Kuurznick: But, Friedman, did you mean to ask how 
we determine how we stop some nonresidential housing or en- 
courage residential housing? 


Mr. FriEDMAN: You were making the point that one way by 
which we could get resources for residential construction was by 
cutting down our nonresidential construction. I say that, in a 
free market, the bids of people who want housing, on the one 
hand, and the bids of industries which want nonresidential con- 
struction, on the other, determine what fraction of our resources 
go to the one form and what go to the other. I want to know what 
better test you have. 


Mr. Kuurznick: I have only this test: That when people are 
desperately suffering for roofs, it is to the advantage of industry 
to defer all its deferrable programs for construction. I do not 
contend, nor do I believe, in the all-seeing efficacy of government 
regulation, but it has merit in a desperate situation of the kind 
in which we are. 


Mr. Wirtu: We are still in an emergency. There is more 
need, as I think you will admit, too, Friedman, for housing than 
there is for pool halls and dance halls and skating rinks and per- 
haps even some fancy shops which we could postpone for the 
| time being. 


3 The close relation between the amount of income payments and housing, on 
the one hand, and the quality of housing, on the other, is illustrated by the fol- 
lowing data from the National Housing Agency: 

1. Of the almost 4,500,000 families (about 16 per cent of the total) who paid 
less than $10 a month rent or its equivalent, more than 94 per cent of the housing 
which they occupied was deficient in various degrees. 

2. Of the more than 6,500,000 families (over 24 per cent of the total) who paid 
between $10 and $20 a month in rent or its equivalent, more than 60 per cent 
of the housing which. they occupied was bad in varying degrees. 

3. Of the more than 6,000,000 families (over 22 per cent of the total) who paid 
between $20 and $29 in monthly rent, about a quarter of them occupied bad 
housing in varying degrees and about three-quarters of them occupied housing 
that was good in varying degrees. 

4. Of the more than 10,000,000 families who paid more than $30 a month in 
rent or its equivalent, well over 90 per cent of them had satisfactory housing. 
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Mr. Friepman: I might agree with that in an abstract sense, 
but the difficulty with both of your statements is that they are 
in terms of objectives and so indefinite. How do you determine 
what nonresidential projects to stop and which to start? You al- 
ways call in arbitrary decision. 


Mr. Kuiurznick: All our life, in a sense, is a matter of arbi- 
trary decision. I mean that it is only a question as to whether 
this is an appropriate area for governmental intervention in an 
emergency. Then, when one makes a decision, it has to be based 
on facts and be arbitrary. That is as definite as anyone can be. 


Mr. FriepMan: It is an emergency, I would like to empha- 
size, which seems to have been created by a mistaken govern- 
ment policy rather than by any physical deficiency. 


® Mr. Wirtu: You seem to ignore entirely the fact that we 
have had a war and that we have had a mass migration and up- 
heaval among the people and in our industrial processes. 

But may I suggest that so far we have mentioned two factors 
which are involved in this part of the problem: one is the stimu- 
lation of the materials supply and the other is the stimulation of 
the labor supply by apprenticeship and training recruitment. Is 
there anything else which can be done to get more housing now? 


Mr. FriepMan: As part of a longer-range program, we want 
to do something to break the various restrictive practices which 
hold up housing. But I take it that Klutznick would say that that 
would not do much good in the immediate future. Is that right? 


Mr. Kuurznick: I certainly would say that, but I would go 
100 per cent along the path with you that we ought first to ar- 
rive at the understandable and true facts with respect to build- 
ing codes and restrictive practices in materials supply and in 
labor and, then, on that basis, act intelligently to break those 
bottlenecks. 


Mr. FriepMAN: To what extent do you think that the present 
difficulties in the labor field and in the materials field reflect such 
restrictive practices rather than any absolute physical short- 
ages? 

Mr. Kuurznicx: That would be very hard to evaluate. I 
think that I could answer it this way: It is to a lesser extent than 
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those on the right are inclined to think and to a greater extent 
than those on the left are inclined to say. 


Mr. FriepMAn: That makes it perfectly clear. 


Mr. Wirtu: It is a safe assertion. But is there not a possibility 
that we can get some additional stimulation to housing right 
now by financial measures of one kind or another—by interest- 
rate policy and by making mortgages more favorable? 


Mr. Kuurznick: But the trouble is that in the past few 
months interest rates seem to be stiffening. The fact of the mat- 
ter is that I would like to raise the whole question as to whether 
the housing which is being produced now is not being priced out 
of the market of need. I think that it is, in a large measure. 


Mr. Wirtu: I know that it is here in Chicago when veterans 
are being forced to buy housing in order to get shelter, say, for 
eleven or twelve thousand dollars which is not worth more, under 
ordinary conditions, than five thousand dollars. 


Mr. FriepMan: Part of this is a reflection of the fact that so 
much of our effort is going into building housing for ownership 
rather than for rental.4 


Mr. Wirt: True. I think that the solution to the problem 
has to be in mass production of rental housing, because 90 per 
cent of the veterans should not own and cannot afford to own 
their own homes. 


Mr. FriepMAN: But is it not true that one of the bad conse- 
quences of our present situation is that we are forcing many 
people into homeownership who have no business whatsoever 
being there? 


Mr. Wirtu: That is one point on which I agree with you. 


4In the period from 1920 to 1940 the great majority of construction was in 
single-family units. In 1920, 80 per cent of all construction was in single-family 
dwellings, 10 per cent in two-family dwellings, and 10 per cent in multiple 
dwellings. In 1925, 10 per cent of all new construction was of single-family 
houses, nearly 20 per cent of two-family houses, and 20 per cent of multiple 
dwellings. In the depression years the construction of multiple dwellings (apart- 
ment houses) was only 8 per cent of the total. In 1940 the picture showed that 
single-family houses comprised 80 per cent of new construction, two-family 
dwellings less than Jo per cent, and apartment houses about 12 per cent. 
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Mr. Kuurznickx: I do not agree altogether with both of you, 
because your substitute seems to be no better than what we have. 
The fact is that, at today’s prices, the production of rental hous- 
ing is being priced out of the market to a certain extent also. 
We talk about producing houses for rent at eighteen hundred to 
two thousand dollars a room. The mass of the rental market de- 
mands something substantially below that. 


Mr. Wirtu: And General Fleming’s directive now provides 
that an average of eighty dollars a month rent can be charged 
on this new construction housing. 


Mr. Kuurznick: I do not think that that means very much 
in many areas, though it may in urban New York and urban 
Chicago and a few such communities. The fact is that there is 
a serious question of whether some of the projects would be eco- 
nomically sound over any length of time, produced to rent at 
under eighty dollars. 


Mr. FriepMan: You are saying, are you not, that you do not 
think that there is any way really that we can get more housing 
soon and still get it cheaply and that our real problem in this 
housing field is to try to bring down costs in the long run and to 
provide for a long-range program which will enable us to house 
the American people better than we have been housing them? 


Mr. Wirtu: I agree. But let us examine just one other point. 
What is the possibility of getting some temporary shelter for those 
without roofs or those who are in intolerable conditions? There is 
still the possibility, especially, let us say, in university or col- 
lege communities, where there are a lot of veterans, of providing 
a substantial amount of relief through temporary shelter—bar- 
racks, trailers, and whatever else in the way of temporary hous- 
ing we can find. 


Mr. Kuurznick: I might go a little part of the way with you 
so far as the universities are concerned, but personally I abhor 
temporary shelter. It is a reflection of an American defeatist at- 
titude which we ought to get out of the housing market. And, be- 
sides, as one who has dealt with temporary shelter for a long 
while, I want to say that I am not so sure that it is temporary. 


Mr. Wirtu: I, too, do not like temporary shelter, but I do 
not see anything else that we can get in a very great hurry, and 
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it is available at a somewhat lower cost and in less time than 
otherwise. 


Mr. FriepMan: If we tie up our existing supply of housing as 
we have through rent controls, there is no other way by which 
we can provide shelter to those who need it. But temporary 
dwellings, I agree with Klutznick, are at best a necessary evil. 
They certainly are an evil. 


Mr. Wirtu: I do not propose them as anything else than a 
temporary evil but something which is better than nothing at all. 


Mr. Kuurznicx: We ought to mention one word about the 
much-abused factory-built house. While the industry did not 
provide too many last year, maybe it will provide a few more this 
year. 

I think that the conventional builder (this ought to be said, 
too, because we are talking about pessimism here), by and large, 
is doing everything that he can in a very difficult position. When 
I talk about high cost—rent and sale—I am not blaming the 
fellow who is doing the job on the ground but rather the whole 
flow of operations which lead up to the production of the house. 


Mr. FriepMAn: Where can we break into that flow of opera- 
tions to get these materials costs down? 


Mr. Wirtu: It seems to me that it requires a long-run pro- 
gram, and we ought to consider, before we close here, what a 
sound national, long-term program would be. 

Last year there was a housing bill before Congress—the Wag- 
ner-Ellender-Taft Bill. This year no bill has been introduced into 
the Congress. What do you think might be the possibilities of 
getting a decent housing bill out of this Congress ?s 


5 A national housing bill was introduced on November 14, 1945, in the United 
States Senate by Senators Robert F. Wagner (Democrat from New York), 
Allen J. Ellender (Democrat from Louisiana), and Robert A. Taft (Republican 
from Ohio). This bill was not passed in the last Congress but will probably be 
reintroduced in the present session. 

The bill, as originally introduced, presents a statement of a national housing 
policy and combines detailed provisions for attaining the goals which it sets. 
The means of accomplishing these goals fall into the following major sections: 

1. Urban redevelopment. Under a five-year plan for wiping out about one-tenth 
of all slum and blighted areas, federal and local aid would be combined. The fed- 
eral government would loan cities $500,000,000 to buy and clear land, but would 
require repayment of these loans within five years. It also would provide $s0,- 
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Mr. Kuurtznick: Of course, I would never predict what the 
Congress would do. All I can do is to report facts. Senator Taft 
has already announced that he proposes to see a bill introduced, 
at least the principles of the bill which was introduced last time. 
Personally, I support those principles wholeheartedly, though I 
do not believe that they are the entire solution or that they will 
produce houses overnight. 


000,000 a year for five years in permanent loans that may run for forty-five 
years. 

In addition, the federal government would contribute a total of $4,000,000 a 
year for five years on the condition that local government match its contribu- 
tions. 

2. Housing for middle-income families. The bill attempts to obtain a vast num- 
ber of new homes and apartments for families that can pay between $20 and $40 
a month for rent. 

The FHA would be authorized to loan up to 95 per cent of the cost on homes 
costing less than $5,000; thirty-two years would be given for repayment, and the 
maximum interest rate would be reduced from 5 per cent to 4. Special assistance 
also would be given builders who put up houses costing less than $5,000. 

In a wholly new measure, the government also would give special aid for co- 
operative housing undertaken by labor or other groups. Up to 95 per cent of the 
cost of a cooperative project could be insured by the government. The maximum 
interest rate also would be set at 33 per cent. 

Insurance companies and other large investors would be encouraged to go 
into limited rent housing by offering them what is called “‘yield insurance.” 
Under it, the government would insure them an annual return on their invest- 
ment of 33 to 4 per cent. 

3. Low-rent public housing. Would be resumed and expanded for the lowest 
income groups. Under a four-year program the government would contribute 
$22,000,000 a year to reduce rents on low-rent projects undertaken by local 
authorities. This would mean about 500,000 additional units of low-rent public 
housing. 

4. Permanent war housing. Would be sold to local communities at a price which 
would enable them to use it for low-rent projects. 

5. Research and housing studies. The bill appropriates $12,500,000 for a five- 
year search for new building materials and methods to reduce building costs, and 
$25,000, 000 to aid cities in making surveys of their housing needs. 

6. Rural housing. A substantial program for improving dilapidated rural hous- 
ing is provided. 

The National Housing Agency, which is continued as a single over-all housing 

-authority with supervision over the whole program, also would be directed to 
make a housing inventory each year and report to Congress on what progress has 
been made (Chicago Sun, November 15, 1945). 

Senator Taft, in a speech before the United States Conference of Mayors on 
January 20, 1947, said that this bill would be reintroduced into the present 
Congress; and he predicted its passage. In discussing the bill, he mentioned that 
one possible change might be to increase the interest rate from 33 to 4 per cent. 
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Mr. Frrepman: Does it make any provision whatsoever for 
bringing costs down, outside the provisions having to do with the 
financing of housing—the interest rate, mortgages, and so on? 
That is a significant point, but there are other points outside 
that. 


Mr. Wirtu: Yes, there is in this respect. The old bill proposed 
to set up a national housing agency, which would be an over-all 
agency which would promote all the various stimulations which it 
could undertake—such as research, development of new methods, 
and the attempt to persuade people to use these new methods 
and these new materials—in order to create a housing industry 
in this country. We really do not have a housing industry. 


Mr. Kturtznick: Besides that there were some provisions for 
the extension of the principle of FHA. These were conditioned 
entirely upon a demonstration of reduced costs, or a low-cost 
level. But, all that, I think, has a point here. I believe that the 
President and the Congress would do well to appoint a commis- 
sion representing states, local governments, industry, and labor 
and give it a year really to get the facts on these restrictive build- 
ing practices which are not so restrictive as some people think. 
Then, let us enact some legislation on that front as well. 


Mr. WirtH: Do you think that we ought to wait a year for 
this commission to report before doing anything in Congress? 


Mr. Kuurznick: Not at all. The two are totally unrelated. 
We need a program, in the meanwhile, which provides for the 
yield-insurance principles, the assistance for public assembly of 
land, mortgage-insurance revision and reexamination, and pub- 
lic housing aids in order to get any housing done of any sub- 
stantial quantity. 


Mr. FriepMAN: Are they really unrelated? If we go ahead 
with a large-scale public subsidization of housing without doing 
anything directly to break these restrictive practices, is not the 
end result simply likely to be that the government subsidizes 
monopolistic positions, that it bolsters up a weak economic posi- 
tion and high-cost housing, and that it makes things worse rather 
than better in the long run? 


Mr. Kuurznick:I did not say that they were unrelated in that 
sense. I want to say that we ought not hold up the other con- 
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gressional legislation until this commission reported (if it were 
appointed), because it takes time (and people must appreciate 
this) to buy land and to get into a housing program. If Congress 
acted by summer, the commission would report in plenty of 
time. 

Mr. Wirtu: In other words, if Congress now went ahead and 
developed a program whereby the states and the municipalities 
and local groups could acquire land in the cities for the de- 
velopment of housing projects and the demolition of slum prop- 
erty, we could get under way with a program of redevelopment 
in our cities which would add to the sum total of housing units 
available. 


Mr. Kuiurtznicx: We could take the first steps, but, of course, 
some areas could not be redeveloped for some time. 


Mr. Friepman: But are you not saying that at present costs 
redevelopment would be possible only with a large-scale federal 
subsidy? 


Mr. Kuiurznick: I am saying that we have at the same time to 
take steps to insure that, by the time most of this construction 
comes, we will have examined the facts and taken the action 
necessary to reduce costs to the extent that they can be in a 
cheap-dollar economy. 


Mr. Wirtu: Is there not also another problem before us? If 
Congress does enact a housing bill, whether it is a total bill or a 
fragmentary bill, it has to provide now for a continuation and an 
improvement in the methods of financing, as you have indicated, 
so that private builders will have available mortgage money 
which can be amortized over a period of forty years instead of 
of the five to twenty years as in the past. So that the housing 
cost will be brought down that way too. 


Mr. Kuurznicx: Let us say one thing about the harassed 
mortgage banker. I think that there has been more improvement 
in the field of mortgage reform and reduced interest rates in the 
last ten years probably than in any comparable field. While there 
may be room for some more improvement, basically we have to 
look to the cost of construction for any real improvement.® 


6 During the last decade the interest rate is an element of the cost of housing 
which has been substantially reduced. It is estimated that in 1931 the effective 
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Mr. Wirtu: The cost of construction, however, is not going 
to come down very much even under the best conditions. Is that 
not your opinion? 


Mr. Kuurznick: It depends entirely on what the dollar is 
worth. 


Mr. Friepman: I disagree very much with that. It seems to 
me that the elimination of monopolistic practices could enor- 
mously reduce costs. 


Mr. Wirtu: In conclusion, Klutznick, how would you sum- 
marize your position on what you feel is a sound program for 
now and for the future? 


Mr. Kuurznick: It is hard to outline it in a very short time, 
but, personally, I believe that we need lower construction costs; 
coordinated government action in an appropriate way; recon- 
sideration of the interest rates and the length of amortization, 
although I do not see too much improvement to be made there; 
and public assistance for land assembly and housing of families 
of low income. We need extension, in a proper manner, of the 
FHA mortgage insurance principle and related steps. 

With all this, I think, we ought to recognize that it will take 
time to catch up with the years of neglect. During this time we 
must find practical technical advances to keep our nation’s 
housing supply up to a high standard. Americans are entitled to 
an opportunity to enjoy decent, safe, and sanitary housing as 
well as good standards of food and clothing. Private enterprise 
must not default in its obligation to do the lion’s share of this 
kind of job. 


Mr. Wirtu: Friedman, how do you see the problem? 


Mr. FriepMan: It seems to me that there are two quite dis- 


rate charged by various building and loan associations ranged from 6.2 to 15.3 
per cent, the latter figure recorded in Tennessee. Five years later the range had 
been narrowed to between 5 and 7 per cent. 

The first breach in the mortgage rate structure was made in 1933, when the 
Home Owners Loan Corporation began to refinance mortgages at 5 per cent. 
In 1934 the Federal Housing Administration established a nominal rate of 5 per 
cent for insured mortgages plus an additional 1 per cent for insurance and serv- 
ice. In 1939 the rate was reduced to 4.5 per cent plus 0.5 per cent for mortgage 
insurance. In recent years the mortgage rate has gone as low as 3 per cent but 
has averaged between 4 and 6 per cent. 
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tinct parts to the present housing problem. First, there is the im- 
mediate problem of getting the most equitable possible distribu- 
tion of the available supply of housing; second, there is the 
longer-range problem of getting the speediest possible expansion 
of housing. 

The present crisis, I believe, is largely a consequence of a mis- 
taken government policy of holding rents down while allowing 
incomes and other prices to rise. This policy has made veterans 
and other recent arrivals a dispossessed class. They can be helped 
best by removing rent controls and thereby promoting efficient 
and equitable use of the existing supply of housing. 

The removal of rent control will also contribute to the longer- 
range problem by giving a stronger incentive to private enter- 
prise to build more rental housing. But much more is needed. If 
the nation is to be housed adequately, the cost of housing must 
be drastically reduced. We should undertake a vigorous program 
to eliminate monopolistic restrictions by both industry and 
labor. 


Mr. Wirtu: I think that what we need is an enlightened na- 
tional housing policy which will use all our resources, private and 
public, federal, state, and local, for a concerted attack upon the 
housing problem. 

We see no immediate, ready-made solution in sight, although 
some alleviatory measures can immediately be taken. To this 
end, then, of getting a housing policy, we must modernize the 
building industry, which requires the wholehearted cooperation 
of labor and everyone else concerned. Government aid is neces- 
sary. Government has a direct responsibility for large-scale slum 
clearance and for housing the lowest-income groups. 

A national housing act, setting the policy that all American 
families who want it shall have the opportunity to obtain de- 
cent housing, must be promptly enacted. 


The Rounp TaBLe, oldest educational program continuously on the air, is broadcast 
entirely without script, although participants meet in advance, prepare a topical 
outline, and exchange data and views. The opinion of each speaker is his own and 
in no way involves the responsibility of either the University of Chicago or the 
National Broadcasting Company. The supplementary information in this transcript 
has been developed by staff research and is not to be considered as representing the 
opinions of the RounD TaBLp speakers. 
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WHERE DOES THE HOUSING DOLLAR Goe2 


Cost of House and Land 


COST OF MATERIALS AT SITE 


COST OF MANUFACTURE 20.9 
COST OF DISTRIBUTION 14.8 { Delivered Price 
COST OF TRANSPORTATION 3.9 45.7% 
COMBINED PROFITS 6.1 

COST OF SITE CONSTRUCTION LABOR 29.5 


CONTRACTOR'S AND SUBCONTRACTOR’S 
OVERHEAD AND PROFIT 12.3 


VALUE OF UNIMPROVED LAND (INCLUDING 
PROFIT ON LAND) 7.0 


COST OF LAND IMPROVEMENTS (INCLUDING 
PROFIT ON IMPROVEMENTS) 9.9 


CAPITAL COST 100.0 


* House-building can be separated into the following steps: (1) acquisition of 
land; (2) planning the land to accommodate a housing operation; (3) improve- 
ments of the land through installation of roads, sewers, and water, gas, and 
electrical facilities; (4) design of the dwellings and selection of materials and 
equipment, i.e., the preparation of drawings and specifications; (5) financing the 
building operation (as distinct from financing the purchase of the completed 
product); (6) purchase of materials and equipment; (7) employment of labor; (8) 


assembly and installation of materials and equipment to make the finished house 
(Twentieth Century Fund). 
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